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FOREIGN INVESTMENTS OF THE NATIONS 

BY CHABLES F. SPEABE. 



Every nation that plays any sort of part in the world's busi- 
ness affairs is an investor in every other nation whether as a 
purchaser of government bonds, as a buyer of the securities of 
foreign railroads and industrial concerns, or, it may be, as a 
capitalist placing funds in the various lucrative fields of com- 
merce and banking. It is said that trade follows the flag. There 
are earnest disputants of this argument. It is a well-established 
fact, however, that the foreign commerce of most countries ex- 
pands or contracts in sympathy with the amount of capital that 
they have located in other lands, where markets are being opened 
and new commercial requirements are constantly revealed. 

This is the day of extravagance and excess in expenditures 
among individuals, and also with governments, municipalities, 
States and corporations. Budgets everywhere are hard to bal- 
ance; increased taxation has not solved the problem of the na- 
tional deficit. But, in spite of these tremendous outlays, the 
universal wealth of resource and the inventive genius and pro- 
ductive capacity of the individual provide a very great surplus 
over outgo in the chief wealth-creating countries of the world. 
It has been estimated that every year, in Europe and in the 
United States, the saving for investment in newly manufactured 
or old-established securities amounts to $2,500,000,000. The na- 
tions with a surplus to invest, either at home or abroad, in their 
rank are: United States, $600,000,000; Great Britain, $450,- 
000,000; France, $400,000,000; Germany, $300,000,000; Hol- 
land, Belgium and Switzerland, $250,000,000; Austria-Hungary, 
$160,000,000; Bussia, $160,000,000; Italy, $60,000,000; Spain 
and Portugal, $60,000,000 ; and Norway and Sweden, $40,000,000. 

Erom figures I have compiled and which appear in detail 
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further along in this article, I should say that the total foreign 
investments of the surplus-investing countries of the world ag- 
gregate between $26,000,000,000 and $39,000,000,000. As the 
world's negotiable securities, according to M. Alfred Neymarck 
were, in 1907, approximately $111,000,000,000, it will be seen 
that over 25 per cent, of the investments of different nations is 
in bonds and stocks of the outre-mer class. 

In the trade of countries reciprocity of investments or, let us 
say, internationalism of securities, is steadily becoming an inti- 
mate factor making for commercial favoritism. As a rule, the 
nation with the greatest volume of exports is that one whose 
surplus wealth has judiciously been distributed where population 
is on the increase and purchasing power is growing. Great 
Britain was the pioneer in this line. Her numerous colonies gave 
her a broad market for manufactures and a fairly safe one in 
which to locate the idle funds of her people. Now she draws 
an annual income of $500,000,000 from $14,000,000,000 of in- 
vestments abroad. Germany, soon after the close of the Franco- 
Prussian war, began to colonize and to invest systematically in 
foreign countries, employing the $1,000,000,000 indemnity from 
France as the base of capital supply. She has carried this policy 
further than any other nation and has, indeed, been a trifle 
reckless in liberal placements of capital in remote corners of the 
earth. German investments abroad are estimated at about $5,- 
000,000,000. With France the governing idea of large foreign 
investments has not been a trade quid pro quo, but the distribu- 
tion of her wealth so as to minimize the risk on the original in- 
vebtment. The desire to escape the growing tax bill on home 
securities, as well as to offset the possible danger to invested 
capital of the spread of Socialism in France, has also prompted 
French policies. France saves so much more rapidly than she 
spends, and her trade and new enterprise fluctuate so little that 
it is necessary she should have a foreign outlet for her surplus. 
French investments in other countries are about $7,000,000,000. 
In comparison with its wealth the United States has made very 
sparing investments abroad. The explanation of this is that it 
has paid the American better to place his capital in home enter- 
prises than to turn it into foreign channels. Moreover, the rate 
of industrial development in this country has been so rapid that 
there has been little to spare for other nations, while hundreds 
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of millions were annually tendered the promoters of new domestic 
promotions. The foreign investments made in behalf of the 
United States have gone into Mexico, South America, the West 
Indies and the Philippines. Their value may be conservatively 
estimated at between $1,750,000,000 and $2,000,000,000. The 
outside investments of Holland will reach about $1,000,000,000; 
those of Belgium, $500,000,000; of Switzerland, $350,000,000; 
and of Austria-Hungary, $250,000,000. In recent years, Canada 
has become an investor on quite a large scale in Mexico and in 
Cuba, and contrary to what seemed possible a decade ago, Cana- 
dian capital has come over the border and played a part, even 
though a very small one, in encouraging commercial development 
in the United States. As late as 1900, Canada had not sufficient 
capital to develop her mines, her farms, forests and railroads. 
It was American and British enterprise that extracted the first 
dividends from the Dominion. Now Canada is one of the rich- 
est of the British colonies and each year has a surplus for in- 
vestment abroad, although the opportunities for large yields on 
capital are better in native than in foreign enterprises. 

It is possible with considerable accuracy to show just how the 
foreign investments of the United States, Great Britain, Prance 
and less definitely Germany have been placed, for a very care- 
ful study of this subject has been made in Europe by M. Alfred 
Neymarck, M. Arthur Baffalovich, Paul Dehn and George Paish 
of the London " Statist," while in this country we are indebted 
to the consular service and the Bureau of South-American Re- 
publics for a great deal of information available : 

AMERICAN INVESTMENTS ABROAD. 

Mexico $600,000,000 to $700,000,000 

Cuba and Porto Rico 130,000,000 

South America 100,000,000 

Central America 50,000,000 

Canada 500,000,000 

Europe 350,000,000 

China and Japan 100,000,000 

Philippine Islands 75,000,000 

The distribution of tbe British investment in other countries is: 

BBITISH INVESTMENTS ABROAD. 

United States and Canada $5,850,000,000 

Africa 2,675,000,000 

Asia 2,255,000,000 

Australia 1,735,000,000 

Europe (Continental) 1,025,000,000 

South America 750,000,000 
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The French foreign placements of capital are vast and widely 
distributed, as the following table shows: 

FRENCH INVESTMENTS ABROAD. 

Kussia .- $1,750,000,000 

Egypt and Suez 600,000,000 

Spain and Cuba 500,000,000 

Austria-Hungary 600,000,000 

Turkey 450,000,000 

Argentina, Brazil and Mexico 500,000,000 

Italy 400,000,000 

England and Colonies 250,000,000 

Portugal 200,000,000 

United States and Canada 350,000,000 

Belgium, Holland and Switzerland 225,000,000 

South Africa 200,000,000 

China and Japan 150,000,000 

Germany 100,000,000 

Sweden, Norway and Denmark 100,000,000 

Other states 700,000,000 

GERMAN INVESTMENTS ABROAD. 

South America $750,000,000 

United States and Canada 750,000,000 

Africa 350,000,000 

Central America, Mexico and West Indies 200,000,000 

Austria-Hungary 500,000,000 

Italy 150,000,000 

China and Japan 150,000,000 

Russia 1,000,000,000 

In examining not only the geographical distribution, but the 
character of the foreign investments of these four countries, one 
is impressed by the varying policies actuating the American in- 
vestor in contrast with those of the Britisher, and also the French- 
man's point of view of a good and safe investment and the Ger- 
man's. The French and the British are the most scientific of 
investors. They have been placing their surplus capital in for- 
eign lands for generations. They go about the business much as 
they would conduct their professional labors. While both have 
been guilty of grave investment indiscretions, losing enormous 
sums in South- African gold-mines, they have, for the total amount 
placed abroad, more to show, at current market quotations, than 
any other nations. The Frenchman prefers government bonds 
with a fixed revenue. These form the greater part of his in- 
vestments. M. Alfred Neymarck, who has studied the "petit 
epargne" of France more closely than any other one man, finds, 
in a study of French investments great psychological as well as 
financial value, as it shows most accurately the temperament of 
the people. Of the $27,000,000,000 of divers securities quoted 
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on -the Paris Bourse and the exchanges of the departments $18,- 
000,000,000 represents bonds and stocks of a fixed rate of interest. 
The greater part of this vast amount is located in the choicest of 
securities. In Great Britain, of $35,000,000,000 of various issues 
belonging to the English people, from $16,000,000,000 to $18,- 
000,000,000 worth are in securities whose rate of income fluctu- 
ates. This is also true of Germany, where the obligation with a 
variable rate is most conspicuous in the portfolio of the investor. 
Tn the United States, the value of American securities in public 
hands is placed at $36,000,000,000. This is divided between 
$22,000,000,000 stocks and $14,000,000,000 bonds. Summarized, 
France has 75 per cent, of her investment in fixed income-bearing 
securities; Great Britain, 35 per cent.; Germany, 25 per cent.; 
and the United States, 38 per cent. Inversely, the proportion in 
fluctuating income attracting American capital is 62 per cent.; 
of Germany, 75 per cent.; British, 65 per cent.; and of French 
capital only 25 per cent. We can realize from these facts how 
completely the advice of one of the French finance ministers of 
two centuries ago has been accepted by his compatriots. The 
admonition was : " If you would sleep well buy governments ; if 
you would live well buy industrials." The Frenchman and, to 
a lesser degree, the Englishman are looking for safety of income; 
the German and the American seek after large returns in income 
and in appreciation of market value, both of which involve a 
considerable element of risk to principal. 

It has been said that, in the last half -century, Great Britain 
has invested abroad nearly as much as all of the other leading 
countries combined. It is this enormous investment that has 
given London pre-eminence as the leading money-market of the 
world. George Paish reckons that, between 1884 and 1891, 
British investments in the colonies and in countries outside Eng- 
lish jurisdiction took $2,150,000,000 of British capital. From 
1897 to 1904 foreign investments of Great Britain were only 
about $500,000,000. In that period the demands at home were 
so heavy that there was not very much of a surplus available for 
other countries. In general, the trend of British capital is 
toward foreign markets, as the need of it to develop her own im- 
mediate resources is becoming smaller every year, with the popu- 
lation nearly stationary and the maximum of accomplishment 
about reached by her railroads and factories. In 1907 an income 
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tax was paid on $330,000,000. This compares with an income 
twenty years ago of $195,000,000. 

British capital has been one of the most important factors in 
the development of the United States. But for it many of the 
railroads which are now paying dividends could never have been 
projected and as many more, which were wrecked, could not have 
been rehabilitated. To-day British capital is doing for Canada 
what it did for the United States. The money for new railroad 
construction in the Dominion comes from London. So does that 
for land development and the improvement of municipalities. 
The British gold sovereign is the fulcrum underneath the progress 
of Argentina, China, Brazil and Sweden. The British investor 
cuts his coupons from the bonds of twoscore governments. The 
political entente with Russia since the war has served to draw 
British funds into the Empire of Nicholas and bring about a 
renaissance in the industries of Siberia, Central Asia and the 
Caucasus. The Englishman finances his colonies most gener- 
ously. Consequently, the home government must always guard 
its subjects in the seven seas against any calamities that would 
react unfavorably on the enormous money interests at stake. 

When the American decides to invest his capital abroad he 
makes a compromise with his natural prejudice and tries to keep 
his capital as near home as possible. This accounts for the pre- 
dominance of American money in Mexico. There is not a mining 
camp in the Bepublic to the south of us but has drawn on Amer- 
ican capital. The City of Mexico is rapidly becoming Amer- 
icanized. The money invested in Mexican mines is double that 
located in all other enterprises. In the past ten years American 
money has been flowing into Mexico at the rate of from $50,000,- 
000 to $75,000,000 per annum. In 1906 Minister-of-Pinance 
Limantour estimated that, of the total investment of $200,000,- 
000 of foreign capital in Mexico that year American money 
figured for $125,000,000. He agrees that our aggregate invest- 
ments in the Eepublic are close to three-quarters of a billion 
dollars. It is expected that, in the future, Mexico will draw on 
the United States in greater ratio for capital for banks, railroads, 
irrigation projects and strictly mercantile enterprises, as there 
has been a feeling that too large a part of American investment 
in Mexico is in one class of industry, viz., mining. 

Of the $125,000,000 of American capital invested in Cuba the 
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greater part is in sugar and tobacco plantations, in the bonds of 
the Republic and in the banks and railroads. The largest bank- 
ing institutions in Havana are supported by American capital. 
The $35,000,000 Cuban loan of a few years ago was largely placed 
in the United States, and what went abroad is steadily coming 
back here. American capital controls the telegraph and tele- 
phone systems of Cuba. Practically all of the electric trans- 
portation on the island has resulted from American enterprise 
and American dollars. The two main railroad systems in Cuba 
embrace a $25,000,000 investment from capitalists in this coun- 
try. Sugar, tobacco and cattle absorb many millions more. In 
Porto Eico from $10,000,000 to $15,000,000 has been invested 
since the war in fruit and sugar plantations. The investments 
in the Philippines of $75,000,000 are mainly in steam roads, 
electric lines and light and power concerns and in government 
obligations. 

The strongest appeal for American capital comes from the 
Latin countries south of the Gulf of Mexico. It has not been 
ignored. Although Europe holds one billion dollars of the debts 
of South-American republics, the United States is taking her 
place well up toward the top of the nations who are fi na n cing that 
country. Ultimately she ought to have first rank, as she is in the 
best position to secure trade and to watch over her investments. 
The visit of Secretary Eoot to South America marked an epoch 
in the financial relations between the peoples of the northern 
and southern hemispheres. It was followed by heavy American 
investments in Brazil. In Eio de Janeiro and Sao Paulo tele- 
phone, tramway, electric light and power concessions valued at 
$25,000,000 were secured. American investments in Brazil are 
now so large that there is a demand there for an American bank 
to compete with those which English, German and Italian enter- 
prise has established. Two of the most important banking- 
houses of New York are behind the $25,000,000 railroad project 
in which the Government of Bolivia is concerned. Two large 
banking firms in New York have supplied capital for a $12,000,- 
000 nitrate development scheme in Chile and still another has 
$15,000,000 in Brazilian coffee valorization. American capital 
to the extent of $10,000,000 is represented in the construction of 
a Peruvian railroad. Argentina has $10,000,000 of American 
money, Ecuador, $10,000,000; Colombia, $5,000,000; the Domin- 
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ican Bepublic, $15,000,000; and in Central America the American 
investment is reckoned at $50,000,000, of which the larger part 
is in Costa Eica. The dollar of the Yankee is being used to ex- 
ploit the Congo; it is found in so remote a region as Norway, 
where an $11,000,000 ore company has progressed through Amer- 
ican funds. Without American capital Japan could not have so 
successfully carried on her war with Eussia. Now that China 
is awakening, American capital has as good a chance as any of 
recognition in the Chinese Empire. In Canada, American in- 
vestments have been placed as high as $500,000,000. American 
capital, in fact, gave Canada her start and played the largest 
part in transforming the Dominion industrially, so that now she, 
too, has a place among the lenders of capital to outside nations. 

France has assumed leadership in the outside world as a lender. 
She is a guardian of public debts. The influence of the franc is 
strongest in government circles. For this reason France to-day 
exercises more of a balancing power in the political affairs of 
Europe than does any other country. France holds $1,600,- 
000,000 of Eussian government bonds, but her investments in 
Eussian industrial enterprise is less than $150,000,000. A similar 
disproportion exists between the enormous ownership of bonds of 
Austria, Eoumania, Servia, Turkey and Greece and the invest- 
ment in the privately owned companies of these states. Brazil, 
Canada, Mexico and Japan have all, in recent years, opened 
channels into which some of the French savings are expected to 
flow to quicken the development of industry in those countries. 
It was reported a short time ago that the French clergy, on 
account of the hostile attitude of the home government, would 
withdraw their investments from France and distribute them in 
other countries and that they had subscribed $10,000,000 to a 
new bank in Mexico. 

There is scarcely a civilized country over which the sun sets 
that has not felt, in the past thirty years, the leavening effect 
of German capital. A study of German investments abroad 
is an index to German political and commercial ambitions. Ger- 
man investments are certainly cosmopolitan. The bills dTawn 
by the three great Berlin banks are becoming almost as familiar 
in different parts of the world as those which originate around 
the Bank of England. Germany is a pioneer in the trade world, 
and eiren though her financial influence is spread very thin in 
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places, there is a universality about it that is attractive and 
compels admiration. 

German capital has fought its way into the undeveloped cor- 
ners of the globe and earned dividends in the most unpromising 
fields. There is a record of 4,000 German houses carrying on 
trade in foreign parts. The German colonizer with a good bank 
credit at his back has worked his way into the forbidding but 
fruitful parts of South Africa and set up his shop for barter 
among uncivilized and savage people. He has penetrated the 
forests and jungles of South America and is the best known of 
the foreigners along the Amazon. After him has come the agent 
of the German bank and the exporter and importer, so that by the 
time capitalists of other countries began to appreciate the profit 
of these foreign parts the German had rounded out his establish- 
ment and was in fair control of the business. German capital 
is to be found in places so remote that the average American 
would not recognize the name or identify the location and never 
realize that trade possibilities were there. No country's trade is 
too small for Germany to consider if the potential element of 
increase exists. When England first began to think of invest- 
ments in Asia Minor, she found that German capitalists had 
already invested $50,000,000 there in very remunerative enter- 
prises and were getting much more from the investment in trade 
returns than Prance, whose ownership of Turkish securities was 
double that amount. Spanish, Portuguese and Italian trade are 
dominated by the German. One German bank has twenty-three 
overseas branches, and if its supernumeraries in the various coun- 
tries were brought together they would represent a curious medley 
of tongues and shades of color. German capital is rapidly work- 
ing eastward from Persia and spreading all over the undeveloped 
portions of China. The race for possession of the commercially 
strategic points in China is between German and English capital. 
The plans under way for the economic unfolding of the Chinese 
Empire involve very heavy outlays of foreign funds within and 
without the limits of the great Chinese wall, and this the reign 
of a new dynasty may accelerate. 

Has Germany used her surplus capital too freely abroad, and 
will she be forced to limit her scheme of foreign markets? This 
question has a leading place to-day in German financial discussion, 
and it would seem as though less oversea activity were likely. 
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Uutch capital abroad is mainly located in Russia, the United 
States, Austria-Hungary and Peru. The amount of it is about 
$550,000,000. Of this about 50 per cent, is invested in the United 
States and 30 per cent, in Russia. 

Let us return to the question of how investments in foreign 
countries influence the oversea's trade of a nation. The export 
business of Great Britain in 1907 was nearly 50 per cent, greater 
than in 1903. This gain is believed by English economists to be 
directly due to the large increase in investments made by British 
people in foreign countries. Trade with the English colonies, in 
particular, has expanded freely. Nor is it to be wondered at 
when it is realized that two years ago $250,000,000 of British 
money was sent to them. For 1908 the amount has increased to 
$350,000,000. Germany, next to Great Britain, has benefited 
by this interplay of foreign investments with trade balances. 
Not only has she added very greatly to her exports, but she has 
created most advantageous markets abroad from which she draws 
an abundance of raw material for import, at favorable prices, and 
for subsequent' manufacture into finished product. The same 
tendencies are to be noted wherever American capital has found 
a location abroad. They are especially prominent in the Latin- 
American countries whose trade with the United States last year 
aggregated $600,000,000 as against $234,000,000 ten years be- 
fore. In this decade imports from Mexico, South and Central 
America more than doubled while exports trebled. Owing to the 
large investments of American capital in Mexico nearly 50 per 
cent, of the annual purchases of the Republic are made in the 
United States or three times those of England or Germany and 
five times greater than France, all of whom are considerable in- 
vestors in Mexico. South- Americans especially have come to de- 
mand that nations to successfully compete for their trade should 
show a fair amount of liberality in using their surplus capital 
for the development of private and public enterprises, such as 
street railroads, water-works, electric light and water plants, 
terminals and railroads. The ship-loads of machinery entering 
South-American ports originate largely in England and in Ger- 
many. It is from those countries that the capital to create new 
enterprise in the tropics has been chiefly obtained. 

It will be years, probably, before the United States plays a 
leading role as banker for the world. There is too much for 
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the American capitalist and merchant to do here at home to per- 
mit of investigation of foreign fields. It is exasperating, how- 
ever, to see how lightly foreign trade is regarded in the United 
States and the loose methods that have been adopted in culti- 
vating it. What we export other countries are compelled to buy 
from us. An exceedingly small percentage of our European 
trade reflects careful study of how to win and hold the foreign 
buyer. We are wasting our opportunities in this respect and are 
heedless of the future, just as we are exhausting at a rapid rate 
our material resources. No country could have greater oppor- 
tunity for an extension of its foreign trade than America, for 
no country has the opportunity which tremendous immigration 
from all parts of Europe gives for advertisement of our products 
to the consuming world. Commerce follows capital and it also 
follows the immigrant. The increase from $40,000,000 to $100,- 
000,000 in American foreign trade with Italy in ten years ob- 
\iously represents a return on the human capital which we had 
borrowed. The same is true of the 50 per cent, increase in ex- 
ports from the United States to Russia since 1897, and the 135 
per cent, expansion in American shipments of produce and mer- 
chandise to Germany subsequent to the 1893 panic. The im- 
migrant sees in our markets what his people at home would like 
to buy and recommends the purchase. Our manufacturers should 
appreciate better than they do their advantage in learning from 
the aliens what foreign markets require and in what way these 
reqiiirements should be met to be attractive. 

One aspect of this international investment of capital bears on 
the political side of it. The effect of American capital in the 
Latin- American countries is certainly powerful for peace. France 
could almost dictate, if^she wished, the political policies of half 
a dozen European countries the bulk of whose debt she holds. 
It is most certain that, in the recent flare-up in the Near East, 
the balance of power was in Paris simply because French capital 
demanded peace as the quid pro quo of its relief of the belligerent 
states in times of financial stress. The internationalization of 
capital, if it continues at the present rate, may be more effective 
for peace than large navies and standing armies. Already it 
wields a power which the conferences at The Hague and the 
ententes between the monarchs of Europe have not been able to 
produce. Charles F. Speabe. 



